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Introduction
Managing accounts strategically requires a fundamental shift in the way 
companies work with their key accounts. Shifting from a selling-mindset 
to a problem-solving mindset.

Chapter

With a selling-mindset you only focus on your revenue; with a problem-solving 
mindset you focus on how you can help your account improve their business 
results.

Why is this important? As products look 
increasingly identical, buyers are left with 
price as the only differentiator. So, if you don’t 
want to be the lowest priced provider, or can’t 
be the lowest priced provider you must offer 
more value. If products are increasingly 
identical then this additional value must come 
from somewhere beyond the product.

It is true that you succeed 
best and quickest by 
helping others to succeed.

Napolean Hill

©Bennelong Publishing 2017Reduce Price Pressure: Provide Value
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For example, the IT sector emphasises selling and revenue growth in ways that are not 
always in the best interest of the customer. Because IT is fast changing, and barriers to 
switching are often high, IT companies have had an advantage over their customers. This 
has seen many unhappy companies reluctantly renew contracts with their IT providers 
because it is too hard to change.

However, this will need to change. Industry and technology changes now threaten IT 
companies. For some services the move towards cloud-based service is reducing 
switching costs and reducing risks. So to retain customers, new competitors are 
increasing price competition. So, IT companies must be able to demonstrate value; to 
keep a customer, they can no longer rely on their brand and or their customer’s aversion 
to risk.

Because technology is now a critical business 
enabler, IT strategy and decision making has moved 
into the executive suite and boardroom. Decisions are 
not being made by technicians, although they remain 
key influencers, but by senior executives who are 
non-technical and supported by well-governed 
procurement processes.

Increasingly IT companies must be able to 
demonstrate value and return on investment. They 
must show value and return on investment while they 
deliver service and support excellence, and build and 
actively manage relationships with everyone from the 
IT team to the CEO. Those who fail to demonstrate 
value and return on investment will lose market share 
and see their profitability rapidly eroded.

Improve your customers business 
results

Chapter

In the past, because of the complexity of their products or services, 
some industries have been able to thrive and survive without offering 
much additional value.

©Bennelong Publishing 2017Reduce Price Pressure: Provide Value

The key here is to understand that a value proposition is not merely a product or service; 
it includes the entire customer experience.

Fred Reichheld
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For more guidance on finding long-term competitive strategies check out the blog below:

How to avoid price discounting: the 2 keys to success

However, contrast the IT landscape against companies who sell true commodities. 
Sugar, paper, electricity, money, lumber and other industries where there is a 
published market price for their products. It is almost impossible for companies 
selling these products to capture value above the price of the product. Unless there 
is a reason, beyond price, for them to switch, their customers can switch to a lower 
priced supplier within days.

In today’s highly competitive and technology-driven environment, suppliers need to 
hunt for long-term competitive advantages. Suppliers must understand and accept 
that product-oriented strategies can no longer provide sustainable differentiation 
from their competition beyond the short to medium-term.

©Bennelong Publishing 2017Reduce Price Pressure: Provide Value

http://www.gordianbusiness.com.au/blog/2014/6/5/how-to-avoid-price-discounting-the-2-keys-to-success?rq=price%20discounting
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What is your Total Value Proposition?
Chapter

Across most companies and industries, companies are finding that their 
traditional value proposition is falling short. The strength of their brand 
has less value in the buying process, and competition is intensifying. 
Competition from well-resourced established players and emerging 
niche players. So, their companies’ margins are deteriorating and 
profits shrinking. 

To rise above product and price, successful companies are employing strategies based 
on their competencies and expertise. These successful companies are: creating a 
strategic relationship with their strategic accounts where the product becomes almost 
incidental to the relationship; building and sustaining different customer relationships 
that rise above the traditional confines of product and price.

To make clear this distinction – about what successful companies are doing – use the 
terms ‘Added Value’ and ‘Strategic Value’.

Effective performance is preceded 
by painstaking preparation.

Brian Tracy

©Bennelong Publishing 2017Reduce Price Pressure: Provide Value

This chapter draws heavily on research by Dr 
John A Caslione, President & CEO of 
Chaotics Strategies Group LLC. In particular 
Dr Caslione’s article ‘Value Added Strategies: 
How to compete against price.’ 
Thanks to Dr Caslione for permission to draw 
on his work, case studies and frameworks.

Added Value
Added value comes from the application of the product or service. For example, if a 
supplier’s product has lower installation costs and lower lifetime maintenance costs, 
these are added value product benefits; because the product itself adds value to the 
customer. Improving your account’s business results with added value is typically 
short-term and tactical. These types of initiatives are likely to be important to the 
account’s middle management and the operational team.
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Strategic value comes from your organisation’s competencies and expertise. Strategic 
value is independent from your products and services. Strategic value connects you 
and your account at the organisational level not the product level. Strategic value 
includes your insights from working across many customers and regions. Strategic 
value comes from the many problems you have solved and from the many new ideas 
you have from collaborating with other customers and partners. Initiatives leveraging 
your strategic value are long-term and strategic; they address the problems that 
matter to the account’s senior executives.

Strategic Value

The reason so many companies are 
increasingly finding that their traditional value 
proposition is falling short is simple. Their 
value proposition is only based on their 
products – added value. To win in more 
competitive markets, companies must now 
compete with a value proposition of added 
value AND strategic value.

Learning and innovation go hand 
in hand. The arrogance of success 
is to think that what you did 
yesterday will be sufficient for 
tomorrow.

William Pollard

©Bennelong Publishing 2017Reduce Price Pressure: Provide Value



99

The diagram below summarises added value compared with strategic value; both 
aim to provide greater value to your strategic account. However added value relates 
to your product or service and is more operational and short-term. Strategic value is 
unrelated to your products and services and is strategic and long-term.

©Bennelong Publishing 2017Reduce Price Pressure: Provide Value

Adapted with permission from: Dr Caslione’s article, ‘Value Added Strategies: How to 
compete against price.’
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Added Value
Chapter

To leverage your company’s strategic value you must first deliver your 
added value. If your account believes you are not already helping them 
gain the full potential from your products or services, they will not 
entertain a more strategic relationship.
For example, in their pitches to win new business, typically companies make many 
claims and promises. Often, once they win the business, they quickly move onto the 
next sales opportunity. They don’t follow through on the promises made. So, to 
position your company for a more strategic relationship you must have the discipline 
and commitment to ensure your account gets the most out of your products and 
services: you must deliver added value.

Strive not to be a success,
rather to be of value.

Albert Einstein

©Bennelong Publishing 2017Reduce Price Pressure: Provide Value

An IT company, who were under pricing pressure from competitors and were 
losing bids, asked us to interview some of their key accounts to assess if 
there was a deeper problem. From these interviews it became evident the 
company was not fulfilling its promises to customers. One customer showed 
us the winning proposal, and went through which commitments had been 
completed and which were outstanding. Many were outstanding. The 
customer said they were losing confidence in the supplier.

When the account team was interviewed, there was no account plan that 
included implementing these commitments. And there was no ownership of 
the promise to the customer. Gradually, the IT company recognised they 
were so focused on selling the next deal, they had forgotten account 
management basics.
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Strategic Value
Chapter

Strategic value does not come from products and services; strategic 
value comes from the organisation. Strategic value for your key 
accounts is created by developing cross-functional relationships, and by 
integrating systems and processes between your organisation and your 
key account.
When strategic value is effectively applied, the competitive advantages gained by a 
supplier are not easily replicated. Developing a competitive advantage with strategic 
value can become a sustainable competitive advantage over several years. 

To understand your strategic value and how it can be applied, you need to deeply 
understand your strategic account beyond how your products and services are 
deployed. Also, you need to deeply understand the capabilities of your organisation. 

Typically, account managers and sales teams are supported by ongoing product 
training. But they rarely have a deep understanding of their own company beyond 
how their products and services are deployed. Apart from the capabilities connected 
with products and services, they are rarely aware of their company’s capabilities that 
might be valuable to their strategic account. 

I took the road less travelled by, 
and that has made all the 
difference.

Robert Frost

©Bennelong Publishing 2017Reduce Price Pressure: Provide Value
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This highlights why the capability of the account manager is so critical. The account 
manager must be proactive and persistent to keep asking questions so they understand 
their account more deeply and broadly. They need to adopt the same approach internally, so 
they have a deep understanding of what their company excels at and where it has 
experience that might benefit their strategic account. This deep understanding of the 
account and their company’s capabilities beyond product is hard work. It requires 
investigation, exploration and insight; however, the long-term benefits of this investment are 
significant.

Suppliers that engage in real strategic value can charge a higher price for their products 
and services, or will not need to reduce their prices as much as other suppliers. With 
strategic value, suppliers often charge a higher price because the value they deliver to 
customers – in the form of increased profits to their customers – routinely exceeds the price 
premium they charge.

How to unlock growth in the largest accounts

This McKinsey article shows how companies are becoming increasingly sophisticated 
negotiators. So, smart selling organisations are upgrading how they manage their largest 
accounts.

©Bennelong Publishing 2017Reduce Price Pressure: Provide Value

During a project with a large financial institution a company was concerned 
that their relationship with a key IT supplier was not realising its full 
potential. When the supplier was interviewed they felt that neither party was 
getting full value from the relationship. This uncovered that the supplier’s 
and account’s businesses were so complex and large that no one could fully 
articulate the possible sources of additional value. It highlighted that to 
overcome the inherent complexity and scale of both organisations, the 
relationship required broad and deep engagement within each company and 
between each company: the supplier and the account.

http://www.mckinsey.com/business-functions/marketing-and-sales/our-insights/how-to-unlock-growth-in-the-largest-accounts?cid=other-eml-alt-mip-mck-oth-1609#0
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If you are willing to take the more difficult road by pursuing a strategic value approach, big 
opportunities await suppliers: to differentiate themselves from their competition. This will 
provide a competitive advantage simply because so few companies understand strategic 
value, and so few companies have the company culture to deliver strategic value.

Often companies fall into the trap of assuming they are a commodity. When the market has 
drifted into the ‘Doom Loop’ – continually reducing costs and prices so there is less margin 
to invest – companies underestimate the value they provide to their accounts. However, 
there are many examples that show you can avoid the trap of assuming you are a 
commodity. There are examples in banking, financial services, superannuation and paper –
all highly commoditised industries. The value you offer is only limited by your own creativity 
and willingness to understand your customer and understand your organisation.

©Bennelong Publishing 2017Reduce Price Pressure: Provide Value

People with passion can change the world for the better.

Steve Jobs



1414

Services companies sometimes struggle in how to apply strategic value to their 
accounts. Services companies are typically highly relational in how they work with 
their accounts. But, they limit the scope of their value to the services they sell. 
However, professional services, consulting, legal and other service organisations can 
create value for their accounts beyond the core services they sell.

©Bennelong Publishing 2017

Services Companies

Reduce Price Pressure: Provide Value

The largest and most prestigious advertising and communications services 
agency in Germany shared their company’s current sales dilemma. They 
could not win major business with five major companies in Germany. The 
problem was always the same. In this industry, the marketing director was 
the equivalent of most company’s purchasing director, and the marketing 
director routinely prevented access by ad-agencies to the company 
president. Although this ad-agency was doing some business with these 
clients, it was a fraction of the potential business.
The company offered speech mentoring and speech writing as a service. 
Although this service was viewed as the best in Germany, it was never a big 
revenue generator as a service for them. They decided to send a letter to the 
presidents of these five clients offering private, personalised speech 
mentoring at no cost to them under a special program with ‘exclusive 
clients’.
For at least three months, they also reinforced this offer every few weeks. At 
the end of the second month, three of the five presidents had accepted their 
offer and had begun their one-on-one, personalised speech mentoring 
classes. Within weeks, a great deal of rapport was developed between each 
client president and his/her personal speech coach.
Not long afterwards, the marketing directors from each of these client 
companies begun to invite this agency to bid on more and more business. 
And even though this agency was usually higher priced than most of its 
competitors in the bidding process, the agency had begun to grow its 
business in all three clients.
The agency always had this tool available to them. At the same time, they 
never recognised it for what it was – a powerful source of strategic value. 
Speech mentoring was now a valuable asset that could open doors that 
would otherwise never be opened to them if they kept it in their traditional 
portfolio of services for sale.
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Companies often take for granted the skills and knowledge in their organisation. 
Skills, knowledge and insight do not cost you anymore; however can be highly 
valued by the customer. Quickly identify initiatives that are highly valued by the 
account, low cost to develop and implement and have a short timeframe to realise 
the benefits. Using a process like this helps you identify where to apply your limited 
resources, and to systematically create more value for your strategic accounts.

©Bennelong Publishing 2017Reduce Price Pressure: Provide Value

Create more value with better, newer solutions. This video by SKF discusses how 
you can manage value better.

If you look at any industry, the number one player in that industry is 
not the lowest price provider.

Steven J. Verdel

https://youtu.be/uzgUsfY1XVw
https://youtu.be/uzgUsfY1XVw


16

One commodity product is sugar. Companies have tried unsuccessfully for decades 
to differentiate their sugar from that of their competitors. UK based British Sugar 
Ltd succeeded in differentiating sugar by not even trying. Instead, they ignored their 
product and focused upon other sources of value from their organisation: delivering 
strategic value in two ways.

First, delivering strategic value by leveraging the environmental consultancy 
expertise they had developed over the years for their own internal use. Many of 
British Sugar’s customers are in the food processing industry and, like British 
Sugar, they had a continuing problem of treating environmental waste resulting 
from the processing of sugar as well as foods. 

As part of the strategy, British Sugar offered its environmental consultancy to a 
selected group of six strategically important customers at no additional charge. All 
six customers accepted because each could significantly reduce and avoid 
considerable costs in their businesses almost from the first day. Some customers no 
longer needed to pay outside consultants for these services, and some eventually 
eliminated the need to maintain their own internal environmental consulting 
departments. So, this strategic value reduced their costs.

The second way of delivering strategic value involved selling excess electricity to this 
same select group of six customers. One of British Sugar’s major cost drivers is 
electricity (a 20/80 cost). Years earlier, when the UK was going through its own 
deregulation of the electric utility industry, British Sugar had bought a power 
generation company.

Over time, it found that it had more capacity than it could use in its own 
operations. Instead of selling it outright for a profit, executive management decided 
to offer its excess capacity at cost to this same group of six strategic customers –
and not one penny more. The price offered to these customers, British Sugar’s 
actual cost, was 70% below the lowest wholesale price in the industry. It was 
estimated that this excess capacity of electricity would be enough to satisfy 
anywhere from 25%-35% of the six customers’ needs at their UK-based facilities.

When offered this opportunity to buy electricity at a much-reduced price, naturally 
all six customers were interested. Especially after the positive experience with 
British Sugar assuming the responsibility for environmental consultancy within 
their companies. 

Case Study:
British Sugar Ltd, Europe

Chapter

©Bennelong Publishing 2017Reduce Price Pressure: Provide Value
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What was in this for British Sugar? A lot. Not only did all six customers give either 
all or most of their business to British Sugar, British Sugar could demand a 
premium price for the sugar they sold to these customers. Also, it gained a 
tremendous amount of control over its business within the customer’s business.

A condition under UK law, for British Sugar to effectively ‘sell’ electricity at cost, it 
must have a British Sugar office inside every facility that takes its electricity. So, as 
part of the agreement with these customers, there needed to be a British Sugar 
office inside each of these customer’s locations that consumed British Sugar’s 
electricity.

In strategic or global account management, such a cohabitation arrangement is 
invaluable for the supplier to grow its business and to maintain long-term control of 
its business in that account.

Some people believe that British Sugar should have made a small profit by charging 
a slightly higher price for its electricity. Would these same British Sugar customers 
still be interested in buying electricity if British Sugar offered it at 50% below the 
lowest wholesale price versus 70%?

Sure they would, but two things, potentially dangerous things, would likely happen.

First, if British Sugar charged any price above its actual costs, then under UK 
regulatory law it would have to begin to create reports and filings and routinely 
submit these to the government. Doing this would result in creating new expenses 
and staffing new departments that it doesn’t have today.

Secondly, and a more insidious problem, such an approach would defocus 
management from their core business, that of sugar, and on to a new and different 
industry: electricity. Such a shift into a new complex industry in which they are 
novices, meant that British Sugar couldn’t compete successfully long-term. Unless 
it wanted to refocus from a manufacturer and marketer of sugar to a full time 
generator and marketer of electricity. Trying to do both would likely risk the success 
of both, and British Sugar’s management was unwilling to take such a risk.

©Bennelong Publishing 2017Reduce Price Pressure: Provide Value
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Create joint value through partnerships
Chapter

When Strategic Account Management is applied effectively with the 
right accounts, the long-term benefits to both the account and the 
supplier are considerable.
The leverage created when both work together towards a set of shared strategic 
objectives for both businesses, results in seemingly impossible problems being solved, 
and at a far faster rate. Working this way enables each to rise above the primal desire 
to deal in a relationship principally based on traditional competitive product and 
pricing strategies. Instead, these companies strive to work together in a relationship 
pursuing long-term high profitability for both.

The strategic accounts that adopt this strategy of jointly creating value create 
significant long-term success. Having many suppliers dedicated to improving their 
profitability – their own as well as those of their strategic suppliers builds a 
competitive advantage. So, enlightened customers engaging in such value adding 
relationships with suppliers are typically at the forefront of their industries.

©Bennelong Publishing 2017Reduce Price Pressure: Provide Value

While partner customers often pay 
premium prices for their suppliers’ 
products and services, their cost of 
doing business together may be some 
of the lowest in the industry. 
Selecting these suppliers represents 
the best, most profitable business 
decisions that these customers can 
make to build market share, revenues 
and profitability for today and for the 
long-term.
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Suppliers also gain in the long-term. As they understand their customers more 
deeply and develop a track record of helping their accounts improve their business 
results, they are the logical beneficiary of new opportunities that emerge. They are 
more likely to win these new opportunities and win them at higher prices. It is also 
more likely that their strategic accounts will become promoters and active referrers 
for the strategic supplier, helping them win new business with new customers over 
time. The multiplier effect of working with your strategic accounts differently and 
helping them improve their business results is enormous.

In most buyer-supplier relationships the responsibility to drive more strategic 
engagement is left to the seller. Increasingly however, buying organisations are 
recognising the latent potential in their supplier base. The global giant Proctor and 
Gamble has taken this approach beyond their existing suppliers to source ideas 
from millions of experts around the world.

©Bennelong Publishing 2017Reduce Price Pressure: Provide Value

This manufacturing company has a good understanding of the importance and 
benefits of a strategic relationship.

Smartrend Manufacturing Group

http://smartrendmfg.com/strategic-partnerships-important-supply-chain
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In 2000, realising that P&G couldn’t meet its growth objectives by spending more 
and more on R&D for less and less payoff, the newly appointed CEO, A.G. Lafley, 
challenged P&G to reinvent the company’s innovation business model.

P&G’s best innovations had come from connecting ideas across internal businesses. 
After studying the performance of a few products they’d acquired beyond their own 
labs, they knew that external connections could produce highly profitable 
innovations too. Betting that these connections were the key to future growth, Lafley
set a goal to acquire 50% of innovation outside the company.

The strategy wasn’t to replace the capabilities of P&G’s 7,500 R&D and support 
staff, but to better leverage them. Half of P&G’s new products, Lafley said, would 
come from their own labs, and half would come through them. It was, and still is, a 
radical idea. As they studied outside sources of innovation, P&G estimated that for 
every researcher there were 200 scientists or engineers elsewhere in the world. 1.5 
million people whose talents they could potentially use.

P&G redefined and re-perceived its R&D organisation – from 7,500 people inside to 
7,500 plus 1.5million outside. It was against this backdrop that P&G created its 
‘connect and develop’ innovation model. With a clear sense of consumers’ needs, 
they could identify promising R&D, manufacturing, marketing and purchasing 
capabilities to create better and cheaper products, faster.

The model works. Today, more than 35% of P&G’s new products in market have 
elements that originated from outside P&G, up from about 15% in 2000. And 45% 
of the initiatives in their product development portfolio have key elements that were 
discovered externally.

Through connect and develop – along with improvements in other aspects of 
innovation related to product cost, design and marketing – R&D  productivity has 
increased by nearly 60%. Their innovation success rate has more than doubled, 
while the cost of innovation has fallen. R&D investment as a percentage of sales 
reduced from 4.8% in 2000 to 3.4%. And, in the last two years, they’ve launched 
more than 100 new products for which some aspect of execution came from outside 
the company.

Case Study:
Procter & Gamble

Chapter

©Bennelong Publishing 2017Reduce Price Pressure: Provide Value
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Summary: Reduce Price Pressure

You need to examine your total value proposition and ensure that you are utilising all 
the added value that your products and services provide. Then determine what 
strategic value your business can add to your customer’s business. 

Companies that engage in real strategic value can charge a higher price for their 
products and services, or will not need to reduce their prices as much as other 
suppliers. If you are willing to take the time to pursue strategic value then you can 
differentiate yourself from your competitors. The value you offer is only limited by 
your own creativity and willingness to understand your customer and your company.

Chapter

Improving your customers business results provides you with a long-term competitive 
advantage. Product or service-oriented strategies can no longer provide sustainable 
differentiation from your competition.

Knowledge is of no value unless 
you put it into practice.

Anton Chekhoz

As you have seen, to reduce your pressure on price you need to 
provide more value to your customers and help them improve their 
business results.

How to resist price pressure

The power of creating joint value through true partnerships means both companies 
strive to work together in a relationship pursuing long-term high profitability for 
both. Strategic accounts that jointly create value have significant long-term success. 
Companies engaging in value adding relationships are typically at the forefront of 
their industries.

©Bennelong Publishing 2017Reduce Price Pressure: Provide Value

http://www.gordianbusiness.com.au/blog/2016/2/10/negotiating-how-to-resist-price-pressure
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1. Do you and your team understand the difference between ‘Added Value’ and ‘Strategic
Value’?

2. What strategic value are you providing to your strategic accounts today?
3. What other sources of strategic value does your organisation possess that could be

introduced into strategic accounts?
4. What processes do you have in place today to keep yourself and your team informed of your

organisation’s strategic value?
5. What strategic value are your competitors offering that represents a threat to your business?

Don’t take every challenge as 
a problem, take every 
problem as a challenge.

Anon

Questions to Challenge You
Chapter

©Bennelong Publishing 2017Reduce Price Pressure: Provide Value



23

References
Browne, P. & Peacock, G. (2014) Leading Transformational Change Through SAM, Velocity.

Caslione, Dr. J.A. (2008) Value Added Strategies: How to compete against price, Andrew-
Ward International Inc.

Kozicki, S. (2016) The Creative Negotiator, 2nd Ed, Bennelong Publishing.

McCrory, W. & Paulowsky, r. & Valdivieso de Uster, M. & Viertler, M. (2016) How to unlock 
growth in the largest accounts, Mckinsey & Company.

Peacock, G. & Kozicki, S. (2014) Managing B2B customers you can’t afford to lose, Bennelong 
Publishing.

SKF. (2014) Total Benefit of Ownership: Lowest price ≠ Lowest cost, SKF Group.

http://smartrendmfg.com/strategic-partnerships-important-supply-chain

Chapter

©Bennelong Publishing 2017Reduce Price Pressure: Provide Value

http://smartrendmfg.com/strategic-partnerships-important-supply-chain


24

The Problem
Most companies are in a selling-mindset. With 
a selling-mindset you only focus on your 
revenue and your results.
However, as products look increasingly 
identical, buyers are left with price as the only 
differentiator, so sellers must sell on price.
If you don’t want your customers to only focus 
on price then you must offer more value. But if 
products are increasingly identical then this 
value must come from somewhere other than 
your products.

The Future
To create long-term strategic relationships 
with their most important accounts, 
companies need to have a problem-solving 
mindset. They need to focus on how they help 
their strategic accounts improve their 
business results. 

To do this they need to do three things:

1. Focus on the customer: understand their
problems and strategic challenges.

2. Ensure the customer is getting the
maximum possible value from the
products purchased.

3. Find ways beyond their products to help
their customers achieve better business
results: through organisational
competencies, expertise, relationships and
insights.

www.gordianbusiness.com.au
gordian-business
@GordianBusiness
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